BUSINESS ETHICS

Chapter 1: INTRODUCTION

a) Concepts, Sources, and Importance of Ethics

Ethics, at its core, is a branch of philosophy that involves systematizing, defending, and
recommending concepts of right and wrong behavior. It provides a moral compass for
individuals and organizations, guiding decisions that affect stakeholders.

Key Concepts:

o Morality: Refers to the standards of behavior or conduct that individuals or groups
hold. Often rooted in culture, religion, or personal experience.

o Values: Deeply held beliefs about what is important or desirable. Values determine
what is considered ethical or unethical.

« Ethical Dilemma: A complex situation that often involves a mental conflict between
two possible moral imperatives, neither of which is unambiguously acceptable or
preferable.

Sources of Ethics:

e Law and Regulations: Laws often codify the minimal acceptable standard of ethical
behavior in society.

« Religious Beliefs: Moral codes and principles derived from religious texts and
teachings.

e Cultural Norms and Social Traditions: Unwritten rules of conduct and behavior
accepted within a given society or group.

« Individual Conscience: A personal sense of right and wrong, developed through
experience, reflection, and upbringing.

Importance of Ethics:

e Trust and Reputation: Ethical conduct builds trust with customers, employees, and
the public, leading to a strong and positive reputation.

e Customer Loyalty: Customers prefer to deal with companies they perceive as fair
and honest.

« Employee Commitment: Employees who feel proud of their company's ethical
stance are more committed, productive, and less likely to engage in misconduct.

e Legal Compliance: Adhering to ethical principles often ensures compliance with
legal and regulatory requirements, avoiding costly fines and litigation.

Relevance in Hospitality and Related Business:

Ethics is critically important in service-oriented sectors like hospitality due to the high degree
of direct human interaction and trust required.

e Guest Confidentiality: Handling personal information ethically is paramount.



o Honest Pricing and Service Delivery: Avoiding hidden fees and delivering the
promised quality of service builds long-term customer relationships.

o Fair Treatment of Employees: Ensuring non-discriminatory hiring, safe working
conditions, and fair wages.

b) Moral Development
Kohlberg’s 6 Stages of Moral Development

Moral development is the process through which individuals develop the capacity to
distinguish between right and wrong. Psychologist Lawrence Kohlberg categorized this
process into three levels, each with two stages, illustrating how moral reasoning evolves from
self-interest to abstract ethical principles.

Image of Kohlberg's 6 stages of Moral Development
Level 1: Pre-conventional Morality (Ages 9 and Younger)

« Stage 1: Obedience and Punishment Orientation: The individual’s primary
motivation is to avoid punishment. Right and wrong are defined by what authority
figures say.

e Stage 2: Individualism and Exchange: Moral reasoning focuses on "What's in it for
me?" or simple exchange/reciprocity (quid pro quo).

Level 2: Conventional Morality (Adolescents and Adults)

o Stage 3: Good Interpersonal Relationships: Morality is centered on living up to the
expectations of others and maintaining approval (being a "good boy" or "nice girl™).

e Stage 4: Maintaining the Social Order: Focus shifts to society as a whole. Laws,
duty, and social order must be followed and respected without exception.

Level 3: Post-conventional Morality (Few Adults Reach This Level)

e Stage 5: Social Contract and Individual Rights: The individual understands that
laws are social contracts that can be changed if they don't serve the greatest good for
the greatest number.

« Stage 6: Universal Ethical Principles: Morality is based on abstract reasoning using
universal ethical principles (e.qg., justice, equality, respect for life) that transcend laws.

Myth of Amoral Business

The "myth of amoral business" suggests that business activities should be separated from
morality, operating only on the basis of economic efficiency, profit maximization, and legal
compliance.

« This perspective assumes that the "invisible hand" of the market will regulate
morality.

« However, this myth is refuted by numerous ethical failures in history (e.g., financial
crises, environmental disasters) that occurred despite legal compliance.



« In reality, every business decision—from product design to hiring—has a moral
component, affecting stakeholders. Acknowledging this link is essential for long-term
sustainability and societal welfare.

¢) Theory and Practices of Holistic Management and its Relevance

Holistic Management (HM) is a philosophical and practical approach to managing resources,
originally developed for agriculture but now applied to business. It emphasizes managing the
whole system—social, ecological, and economic—rather than optimizing single parts in
isolation.

Key Principles:

o Holistic Context: Decisions are filtered through a defined "Holistic Goal" that
articulates the desired quality of life, resource base, and future landscape.

e Interconnectedness: Recognizing that all parts of a system (people, planet, profit) are
interconnected and that changes in one area affect all others.

o Complexity Management: Accepting that living systems are complex and
unpredictable, requiring constant monitoring, feedback, and adaptive planning.

« Four Pillars of Sustainability: HM ensures that decisions are socially sound,
environmentally regenerative, economically viable, and culturally appropriate.

Relevance to Business:

e HM moves business beyond mere CSR (Corporate Social Responsibility) to
embedding ethical and environmental principles into the core decision-making
framework.

o It ensures that financial performance is not achieved at the expense of employee well-
being or environmental degradation, leading to genuine, long-term sustainability.

d) Normative Theories

Normative ethical theories provide frameworks for determining what actions are right and
what actions are wrong.

Gandhian Approach (Trusteeship)

o Core Principle: Trusteeship. Mahatma Gandhi proposed that wealthy individuals
should regard their surplus wealth as a trust held for the welfare of society.

o Application: It is a socio-economic philosophy where the rich are expected to act as
trustees of the common good, not absolute owners of their wealth.

e Focus: Emphasizes simplicity, non-violence, means-ends consistency, and selfless
service (Seva). For business, it means profit is a means to serve society, not an end in
itself.

Kant’s Deontological Theory

e Core Principle: Duty (Deon). This theory argues that the morality of an action is
based on whether the action adheres to a rule or rules, regardless of the consequences.



o Categorical Imperative: The central concept, which is a universal moral law that
must be followed in all circumstances. It has three formulations, most notably:

1. Universalizability: Act only according to that maxim whereby you can at the
same time will that it should become a universal law. (Would it be okay if
everyone did this?)

2. Humanity as an End: Treat humanity, whether in your own person or in the
person of any other, never merely as a means, but always at the same time as
an end. (Do not exploit people).

e Focus: Moral worth lies in the intention behind the action and the adherence to
rational duty.

Mill & Bentham’s Utilitarianism Theory

e Core Principle: Consequences (Teleology). This theory holds that the most ethical
choice is the one that produces the greatest good for the greatest number of people.

« Key Thinkers: Jeremy Bentham (developed the quantitative model) and John Stuart
Mill (refined it to include the quality of pleasure/happiness).

« Application (Principle of Utility): When faced with an ethical dilemma, one must
weigh the expected benefits and harms of various actions and choose the option that
maximizes overall happiness (utility).

e Focus: The outcome or consequences of the action determine its moral rightness.

Chapter 2: BUSINESS AND ORGANIZATIONAL ETHICS
a) Types, Factors, and Need of Business Ethics

Business ethics is the study of appropriate business policies and practices regarding
potentially controversial subjects, including corporate governance, insider trading, bribery,
discrimination, corporate social responsibility, and fiduciary responsibilities.

Types of Business Ethics

o Descriptive Ethics: Describes how people actually behave and what moral values
they actually hold in business.

o Normative Ethics: Focuses on developing theories and rules that prescribe how
people should behave in business.

o Meta-Ethics: Studies the nature of ethical properties, statements, attitudes, and
judgments in the business context (e.g., what does "good™ mean in business?).

o Applied Ethics: Examines specific, controversial business issues (e.g., the ethics of
advertising to children).

Factors Affecting Business Ethics

« Organizational Culture: The values and norms shared by members of an
organization strongly influence ethical conduct.

e Leadership: The conduct and values demonstrated by senior management set the
ethical tone for the entire organization.

e Individual Moral Philosophy: An employee's personal values and stage of moral
development (as per Kohlberg) affect their decisions.



e Industry Standards: The ethical practices common within a specific industry or
profession.

o Competitive Environment: High-pressure or cutthroat competitive markets can
tempt businesses to compromise ethics for survival or profit.

Need of Business Ethics

e Preventing Misconduct: Establishing clear ethical guidelines reduces the likelihood
of fraud, corruption, and other illegal or harmful activities.

o Stakeholder Management: Ethics ensures that the interests of all stakeholders—not
just shareholders—are considered, promoting long-term goodwill.

« Survival and Growth: Unethical companies face boycotts, legal action, and loss of
reputation, jeopardizing their survival.

« Employee Attraction and Retention: Ethical workplaces attract high-quality talent
and maintain lower turnover rates.

Ethics vs. Morals and Values

Values: Core beliefs or ideals that guide and motivate a person's attitudes and actions (e.g.,
honesty, integrity, loyalty). They are the foundation.

Morals: Rules or habits of conduct derived from cultural or religious norms about what is
right and wrong. They are often context-dependent and prescriptive.

Ethics: The philosophical framework and systematic analysis used to examine morality,
making a judgment on an action's rightness. It is the application of reason to moral problems.

Indian Values in Management: Secular and Spiritual Values

Indian thought offers a unique, holistic perspective for management, rooted in ancient
scriptures.

Secular Values:

o Karma Yoga (Action in Righteousness): Focus on performing duties (action) with
detachment from the fruits (results). Encourages high performance without anxiety.

« Dharma (Right Conduct/Duty): Acting in accordance with one's responsibility to
the organization and society.

e Aparigraha (Non-Possessiveness): Encourages minimal consumption and avoiding
excessive accumulation of resources, promoting sustainability.

Spiritual Values:

e Vasudhaiva Kutumbakam (The World is One Family): Fosters a sense of
universal brotherhood and responsibility, encouraging ethical behavior towards all
global stakeholders.

e Satya (Truth): Commitment to truth in thought, word, and deed, essential for
transparency in business.

e Seamlessness of Ends and Means: Emphasizing that ethical means are as important
as ethical ends (aligning with Gandhian and Kantian thought).



Lessons from Ancient Indian Educational System

The ancient Gurukul system emphasized the development of character and self-mastery
alongside knowledge.

e Focus on Self-Control (Indriya Nigraha): Training students to manage desires and
emotions, essential for ethical decision-making in high-pressure business
environments.

o Value-Based Learning: Education was aimed at cultivating dharma (righteousness)
and artha (economic prosperity) without sacrificing the former.

o Respect for all Creation: Imparting a sense of environmental responsibility and
respect for stakeholders as part of the ecosystem.

b) The Indian Business Scene and Corporate Code of Ethics
The Indian Business Scene and Ethical Concerns

The Indian business environment is highly dynamic, often presenting unique ethical
challenges.

« Ethical Concerns: Common issues include corruption and bureaucratic red tape
(creating pressure for bribery), black money, tax evasion, unfair labor practices, and
insider trading.

o Family-Centric Ownership: The prevalence of family-owned businesses sometimes
leads to conflicts between family interests and the fiduciary duty to minority
shareholders.

o Lack of Whistleblower Protection: Fear of retaliation often prevents employees
from reporting misconduct.

LPG (Liberalization, Privatization, Globalization) & Global Trends in Business Ethics

The LPG reforms of 1991 exposed Indian businesses to global competition and increased
scrutiny, accelerating the need for formal ethics programs.

e Increased Transparency: Global capital markets demand higher levels of
governance and transparency.

« Shift to Stakeholder Focus: International norms are pushing companies beyond
shareholder-only focus to a stakeholder model.

e Global Supply Chain Ethics: Indian companies must now adhere to the ethical labor
and environmental standards of their international partners and customers.

Corporate Code of Ethics

A Corporate Code of Ethics (or Code of Conduct) is a formal statement of the company’s
values and principles concerning ethical standards.

Formulating the Code:

e Must be developed with input from across the organization.
« Should be clear, concise, and easily accessible to all employees and stakeholders.



e Must be supported by concrete examples and procedures for reporting violations.

Advantages:

Clarity: Provides clear guidance in ambiguous situations.

Mitigation: Reduces risks of legal and ethical breaches.

Culture Building: Reinforces the organization's ethical culture and commitment.
Marketing Tool: Communicates the company's values to customers and investors.

Implementation:

e Must be communicated regularly, especially to new hires.
e Requires training (e.g., workshops, online modules) on its practical application.
« Must be enforced consistently through disciplinary action.

Professionalism and Professional Ethics Code

o Professionalism: Refers to the conduct, aims, or qualities that characterize or
distinguish a profession or a professional person. It involves competence, integrity,
and responsibility.

« Professional Ethics Code: Specific rules and principles that govern the conduct of
members within a particular profession (e.g., Chartered Accountants, Engineers,
Doctors). These codes often address conflicts of interest, client confidentiality, and
maintaining professional competence.

c¢) Growth of Global Companies and International Codes
Growth of Global Companies

The expansion of multinational corporations (MNCSs) has created complex ethical landscapes.
Global companies operate across varying legal, cultural, and ethical environments, posing
challenges like:

« Differing Labor Standards: Should an MNC adhere to the high labor standards of
its home country or the lower standards of the host country?

e Bribery and Corruption: Dealing with common practices of corruption in certain
host nations while maintaining ethical integrity.

e Environmental Dumping: Preventing the transfer of environmentally harmful
operations to countries with lax regulations.

Impact of Globalization on Indian Corporate and Social Culture

e Positive Impact: Introduced world-class governance standards, greater transparency,
and a push for CSR. Accelerated the adoption of meritocracy over nepotism in
professional settings.

e Negative Impact: Increased materialism, consumerism, and Western-centric values
sometimes conflicting with traditional Indian values, leading to cultural and social
friction.

International Codes of Business Conduct



These are voluntary guidelines set by international bodies to harmonize ethical business
practices globally.

e United Nations Global Compact (UNGC): Ten universal principles in the areas of
human rights, labour, environment, and anti-corruption.

o OECD Guidelines for Multinational Enterprises: Recommendations addressed by
governments to multinational enterprises operating in or from adhering countries.

e International Labour Organization (ILO) Conventions: Specific standards for
labor practices, covering freedom of association, forced labor, and child labor.

Chapter 3: CORPORATE GOVERNANCE
a) Corporate Ethics & Governance: An Overview, Origin and Development
Corporate Ethics & Governance: An Overview

Corporate Governance (CG) is the system of rules, practices, and processes by which a
company is directed and controlled. It essentially defines the relationship between a
company’s management, its board, its shareholders, and its other stakeholders. Corporate
Ethics provides the moral framework, while Corporate Governance provides the structural
framework to enforce that morality. CG is the mechanism for putting ethical commitments
into practice.

Origin and Development of Corporate Governance

« Early Focus (Pre-1990s): Primarily focused on internal management control and
financial compliance.

o Catalyst (1990s): Major corporate scandals (e.g., BCCI, Maxwell) in the UK and US
highlighted significant failures of accountability and transparency.

e The Cadbury Report (UK, 1992): The first landmark code, which defined CG and
laid down principles concerning the board of directors, management reporting, and
auditing.

e Global Recognition (2000s): Scandals like Enron and WorldCom made CG a global
priority, leading to regulations like the Sarbanes-Oxley Act (SOX) in the US and
global guidelines from the OECD.

e Indian Context: Driven by the need to attract foreign investment and mitigate
scandals, India introduced Clause 49 in its listing agreement (now embedded in SEBI
LODR regulations) as the primary CG framework.

b) Theories Underlying Corporate Governance
Image of Corporate Governance Models diagram
Agency Theory
o Core Idea: Views the relationship between shareholders (Principals) and managers
(Agents) as a contract where the agent acts on behalf of the principal.
e Conflict: This theory assumes a fundamental conflict of interest, where managers

may act to maximize their own utility (e.g., high salary, perquisites) at the expense of
shareholder wealth.



e Solution: CG mechanisms (e.g., performance-based pay, independent boards) are
needed to align the interests of agents with those of principals.

Stakeholder’s Theory

o Core Idea: Proposes that management must consider the interests of all relevant
stakeholders, not just shareholders. Stakeholders include employees, customers,
suppliers, the local community, and the environment.

o Objective: To achieve the long-term sustainability of the company by balancing
competing stakeholder claims.

e Focus: Ethical responsibility extends beyond economic performance to social and
environmental impact.

Stewardship Theory

o Core Idea: Assumes that managers (Stewards) are inherently trustworthy individuals
who are motivated to act in the best interests of the company and its owners
(Principals), rather than self-interest.

o Motivation: Stewards are motivated by non-financial rewards like intrinsic
satisfaction, recognition, and reputation.

e Solution: CG should focus on empowering managers and giving them autonomy,
rather than imposing strict controls, to maximize organizational performance.

c¢) Corporate Governance Mechanism: Models and Principles

Indian Model

o Features: A mix of the Anglo-American and German models. Characterized by
concentrated ownership (often by promoter families/groups) and a move towards
independent directors.

o Framework: Governed by SEBI (Securities and Exchange Board of India) LODR
Regulations, Companies Act, and voluntary guidelines.

Anglo-American Model (Shareholder-Centric)

« Key Feature: Focuses on maximizing shareholder value. Ownership is highly
dispersed (many small shareholders).

e Board Structure: Unitary board structure (Executive and Non-Executive directors on
one board). High emphasis on independent non-executive directors.

« Capital Market: Dominant role of stock exchanges and institutional investors.

Japanese Model (Keiretsu-Centric)

o Key Feature: Focuses on stakeholder harmony, prioritizing long-term stability and
relationships over short-term profits.

e Ownership: Interlocking shareholdings between banks, suppliers, and related
companies (the Keiretsu).

e Board Structure: Historically, small boards dominated by internal, executive
directors.



OECD Principles

The Organisation for Economic Co-operation and Development (OECD) provides
international, non-binding CG principles.

Ensuring the Basis for an Effective CG Framework: Promoting transparency and
clarity in laws.

The Rights of Shareholders and Key Ownership Functions: Protecting shareholder
rights and their participation.

Equitable Treatment of Shareholders: Ensuring equal treatment for all
shareholders, including minority and foreign shareholders.

The Role of Stakeholders: Recognizing and respecting the rights of stakeholders
established by law or through mutual agreements.

Disclosure and Transparency: Ensuring timely and accurate disclosure on all
material matters regarding the corporation.

The Responsibilities of the Board: Providing strategic guidance, effective
monitoring of management, and ensuring accountability.

d) Impact of Corporate Governance on Sustainability

Strong Corporate Governance is fundamental to embedding sustainability (Environmental,
Social, and Governance - ESG) into a company's strategy.

Long-Term Focus: Good CG encourages boards to adopt a long-term view, moving
away from short-term financial performance to sustainable value creation.

Risk Management: CG structures integrate ESG risks (e.g., climate change, labor
disputes) into enterprise risk management frameworks.

Accountability: Mechanisms like independent board committees ensure management
is held accountable for environmental and social performance metrics, not just
financial results.

e) Distributive Justice

Distributive Justice concerns the fair allocation of resources, wealth, opportunities, and
burdens within an organization or society.

Relevance: In the context of business ethics and governance, it addresses questions
like fair executive compensation relative to ordinary workers, fair distribution of
profits (to shareholders, employees, and society), and equitable access to
opportunities (e.g., promotions).

Theories: Philosophers like John Rawls (Justice as Fairness) argue for systems that
benefit the least advantaged, providing an ethical basis for CSR and equitable wage
structures.

f) Corporate Social Responsibility (CSR) and Role Players

Corporate Social Responsibility (CSR)

CSR is a management concept whereby companies integrate social and environmental
concerns in their business operations and interactions with their stakeholders. In India, CSR



is mandated by the Companies Act, requiring certain companies to spend at least $2\%$ of
their average net profit on CSR activities.

Phases of CSR: Often moves from pure philanthropy (giving money away) to
integrated CSR (embedding social impact into the core business model, also known as
Creating Shared Value).

Focus Areas in India: Activities related to poverty reduction, education, healthcare,
and environmental sustainability.

Role Players

a) Role of Board of Directors and Board Structure

Board of Directors (BoD): The apex body responsible for the overall strategic
direction and oversight of management. They are the ultimate custodians of
governance.

Board Structure: CG advocates for a balanced board with a mix of executive
directors (full-time employees), non-executive directors (part-time directors), and
independent directors (no pecuniary relationship with the company).

Role of Non-executive Director (NED)

Oversight: Monitor the performance of the executive management without getting
involved in day-to-day operations.

Strategy: Contribute to strategic direction from an outside perspective.
Independence: Act as a check and balance, protecting the interests of the
shareholders.

Role of Auditors

Internal Auditors: Assess and improve the effectiveness of risk management,
control, and governance processes within the company.

External Auditors: Provide an independent opinion on whether the financial
statements are presented fairly in all material respects, thereby ensuring financial
transparency and integrity.

b) Cll Report and Cadbury Committee

CIl Report (Confederation of Indian Industry): The CllI played a pioneering role
in the development of CG in India, publishing one of the earliest voluntary codes in
1998, emphasizing the need for robust board practices and transparency to attract
global capital.

Cadbury Committee (UK, 1992): The seminal report that kickstarted the modern
CG movement globally. It proposed the "comply or explain® approach,
recommending the separation of the roles of Chairman and CEO and promoting the
use of independent non-executive directors.

Chapter 4: STRESS MANAGEMENT, WORK & LIFE BALANCE

a) Stress and Distress



Stress is the body's reaction to any change that requires an adjustment or response. The body
reacts to these changes with physical, mental, and emotional responses. Stress is not
inherently bad; a certain level of stress, known as Eustress (positive stress), is beneficial as it
motivates, focuses energy, and improves performance (e.g., meeting a tight deadline).

Distress is negative stress. It occurs when the pressure or demand is too great, or the stress is
prolonged without relief, leading to anxiety, fatigue, and burnout. Distress can be highly
detrimental to both physical health and professional performance.

b) Indian Perspective of Stress Management

The Indian approach often integrates mind, body, and spirit, drawing from ancient practices
for holistic well-being.

Yoga and Meditation: Core practices for stress reduction. Yoga focuses on physical
postures (asanas) and breathing control (pranayama) to harmonize the body.
Meditation cultivates mental clarity and emotional resilience.

Ayurveda: Emphasizes balancing the body’s three doshas (Vata, Pitta, Kapha)
through diet, herbal remedies, and lifestyle changes to manage stress.

Karma Yoga: The philosophy of selfless action (performing duties without
attachment to results) inherently reduces performance anxiety and outcome-related
stress.

c) Coping with Stress

Coping mechanisms are the psychological and behavioral efforts a person employs to master,
minimize, or tolerate stressors.

Problem-Focused Coping: Strategies aimed at tackling the source of the stress (e.qg.,
time management, prioritizing tasks, seeking assistance).

Emotion-Focused Coping: Strategies aimed at changing the way one feels or
responds to a stressor that cannot be immediately controlled (e.g., exercise, social
support, humor, meditation).

Resilience Building: Developing the capacity to recover quickly from difficulties,
often through positive self-talk and maintaining perspective.

d) Reasons for Stress at Workplace

Workplace stress is a major factor in employee dissatisfaction and low productivity.

Workload: Excessive work demands, long hours, and unrealistic deadlines.

Lack of Control: Employees having little say in how their work is done or when they
can take breaks.

Interpersonal Conflicts: Poor relationships with supervisors or colleagues, leading to
a toxic work environment.

Role Ambiguity/Conflict: Unclear job expectations or conflicting demands from
different managers.

Lack of Job Security: Fear of layoffs or restructuring.

e) Time Management



Effective time management is a critical stress management technique, allowing individuals to
control their work rather than being controlled by it.

e Prioritization: Using frameworks like the Eisenhower Matrix (Urgent/Important) to
focus on high-impact tasks.

o Goal Setting: Setting clear, measurable, achievable, relevant, and time-bound
(SMART) goals.

o Batching Tasks: Grouping similar tasks (e.g., checking email only twice a day) to
minimize context-switching.

o Delegation: Learning to assign tasks to others, freeing up time for core
responsibilities.

f) Ethics at Work

Ethics at work refers to upholding moral principles in professional conduct, which
contributes to a less stressful, more predictable environment.

e Honesty and Integrity: Truthfulness in reporting, communication, and financial
transactions.

« Fairness: Equitable treatment of colleagues, clients, and suppliers.

o Respect: Treating everyone with dignity, regardless of position, and fostering a non-
discriminatory environment.

« Confidentiality: Protecting sensitive company and client information.

g) Living with Values

Values are the internal compass that guides ethical behavior. Living with values means
aligning one’s actions and professional choices with deeply held principles.

o Identifying Core Values: Clearly defining what principles (e.g., trust, creativity,
service) are most important.

« Values Alignment: Seeking employment and professional roles that align with these
values, which reduces internal conflict and stress.

o Self-Reflection: Regularly evaluating decisions to ensure they are consistent with
one's stated values.

h) Standing Up for the Value System

This involves moral courage—the ability to act rightly in the face of fear, opposition, or
potential negative consequences.

o Whistleblowing: Reporting illegal or unethical practices within an organization,
despite the personal risk.

e Refusing Unethical Orders: Directly challenging or refusing to carry out instructions
that violate the company's or one's personal ethical code.

e Creating a Culture of Openness: Speaking up in meetings or informal settings to
champion ethical practices and hold colleagues accountable in a constructive way.

Chapter 5: ETHICS IN MANAGEMENT



a) Introduction, Ethics in HRM
Introduction

Ethical considerations permeate every functional area of management (Finance, Marketing,
HR, Operations, IT). Management ethics is about applying moral principles to managerial
decision-making to ensure fairness and integrity across all organizational activities.

Ethics in Human Resource Management (HRM)
HRM deals with people, making it a highly sensitive area for ethical conduct.

e Recruitment and Selection:
o Points: Ensuring non-discriminatory practices based on gender, caste,
religion, or age. Transparency in job descriptions and selection criteria.
e Performance Appraisal:
o Points: Ensuring objective evaluation criteria. Avoiding personal bias and
favoritism in promotions and disciplinary actions.
o Compensation and Benefits:
o Points: Fair wage practices (equal pay for equal work). Ethical management
of pension and health benefits.
e Work Environment:
o Points: Providing a safe and healthy workplace. Protecting against harassment
and bullying. Respecting employee privacy.

b) Ethical Aspects of Financial Management

Financial ethics ensures the integrity of financial reporting, transactions, and investments.

Reporting and Transparency:

o Points: Ensuring financial statements accurately reflect the company's
economic reality (avoiding "cooking the books™). Compliance with
GAAP/IFRS standards.

Insider Trading:

o Points: Strictly prohibiting the use of material, non-public information to

trade securities. Maintaining confidentiality of financial results.
Auditing and Controls:

o Points: Establishing robust internal controls to prevent fraud and errors.

Ensuring the independence of external auditors.
Tax Compliance:

o Points: Paying legally mandated taxes and avoiding aggressive tax avoidance

schemes that lack substance.

c) Marketing Ethics

Marketing ethics concerns the moral principles behind the promotion and selling of products
and services.

e Product Safety:



o Points: Responsibility to ensure products are safe and fit for their intended
use. Honest disclosure of potential risks.
e Advertising and Communication:
o Points: Avoiding deceptive or misleading advertising (truth in advertising).
Not exploiting vulnerable groups (e.g., children, the elderly).
e Pricing:
o Points: Avoiding price gouging, especially during emergencies. Maintaining
fair pricing practices across different demographics.
e Distribution:
o Points: Avoiding coercive practices with channel partners. Ensuring product
availability in all markets without discrimination.

d) Technology Ethics and Professional Modern Ethics

Technology Ethics

This rapidly evolving field deals with the moral implications of new technologies.

o Data Privacy:
o Points: Ethical collection, storage, and use of customer data. Transparency
about data handling practices.
« Artificial Intelligence (Al) Bias:
o Points: Ensuring Al algorithms are free from human biases (e.g., racial,
gender) in applications like hiring or loan approvals.

e Intellectual Property (IP):
o Points: Respecting copyrights, patents, and trademarks. Ethical use of open-

source software.

Professional Modern Ethics

The modern professional environment requires a renewed focus on integrity, accountability,
and digital responsibility.

« Digital Citizenship: Ethical conduct in online interactions and social media related to
the workplace.

o Lifelong Learning: An ethical commitment to maintain competence and stay updated
with professional knowledge to provide quality service.

e) Building and Maintaining Ethical Climate in Business

An ethical climate refers to the shared perception of what constitutes ethically correct
behavior and how ethical issues should be handled within an organization.

e Formal Mechanisms: Establishing a Code of Ethics, ethics hotlines, ethics training,
and a Chief Ethics Officer role.
e Tone at the Top: Senior leadership must consistently model ethical behavior and

publicly reward ethical conduct.
o Fair Treatment: Consistency in applying disciplinary measures for ethical breaches,
regardless of the employee's position.



e Open Communication: Creating channels for employees to safely report misconduct
without fear of retaliation (strong whistleblower protection).

f) Role of Ethical Leadership

Ethical leadership is about leading by example, demonstrating integrity, and promoting
ethical standards among employees.

« Moral Person: The leader's own ethical traits, behaviors, and decision-making style
(e.g., honest, trustworthy, fair).

« Moral Manager: The leader's efforts to influence subordinates’ ethical behavior
through communication, rewards, and discipline.

e Building Trust: Ethical leaders build high levels of trust, which is correlated with
increased organizational commitment and reduced turnover.

g) Contemporary Issues in Business, Related to Ethics

The current business landscape is shaped by complex, global ethical issues.

Climate Change and Environmental Ethics:
o Points: Corporate responsibility for carbon emissions and pollution. The
ethics of greenwashing (falsely claiming environmental virtue).
Global Supply Chains and Labor:
o Points: Ensuring no child labor or forced labor is used anywhere in the supply
chain. Providing safe and fair working conditions globally.
Wealth Inequality:
o Points: The ethical justification for extremely high CEO-to-worker pay ratios.
Corporate role in community development to mitigate inequality.
Al and Automation:
o Points: Ethical responsibility when automation leads to mass job
displacement. Ensuring responsible deployment of potentially disruptive
technologies.

Important Questions for full subject:

Chapter 1: INTRODUCTION

A. Concepts, Sources, and Importance of Ethics

1. Define Ethics. Explain the difference between Morals and Values, and discuss how they
collectively form a business's ethical framework.

2. ldentify and briefly explain the primary sources of ethical standards and codes of conduct
in modern business.

3. Discuss the critical importance of ethical principles, particularly focusing on their
relevance and application within the hospitality and related service industries.

B. Moral Development and Amoral Business



4. Explain Kohlberg's three levels of Moral Development. At what level do most business
decisions operate, and why?

5. Detail the six specific stages of Kohlberg's Moral Development theory. Provide a business
example for the reasoning applied in Stage 4 and Stage 5.

6. Critically examine the "Myth of Amoral Business.” Why is it unsustainable for
organizations to separate economic function from ethical responsibility in the long run?

C. Theory and Practices of Holistic Management

7. What is Holistic Management (HM)? Explain its core principles and how it differs from
traditional management approaches that focus on optimizing single parts of a system.

8. Discuss the relevance of Holistic Management in contemporary business, focusing on its
ability to ensure long-term social, environmental, and economic viability.

D. Normative Theories

9. Explain the core philosophy of the Gandhian Approach to management, particularly the
concept of Trusteeship. How can this principle be applied to corporate ownership today?

10. Differentiate between Kant's Deontological theory and Mill & Bentham's Utilitarianism
theory. Provide a corporate decision example where these two theories would lead to
different ethical outcomes.

11. Describe Kant’s Categorical Imperative. How does the Universalizability principle guide
a business leader in making a morally sound decision?

12. Define the Principle of Utility. When applying Utilitarianism, what are the primary
challenges in ensuring the choice results in "the greatest good for the greatest number"?

Chapter 2: BUSINESS AND ORGANIZATIONAL ETHICS

A. Core Ethical Concepts and Indian Values

13. Distinguish between Descriptive Ethics and Normative Ethics within the context of
business. Why are both types necessary for a complete understanding of organizational
ethics?

14. Identify and explain four key factors that significantly affect the ethical behaviour and
decision-making process within a business organization.

15. Explain the concept of Dharma and Karma Yoga as secular Indian values in management.
How can these values reduce stress and improve performance in a modern organization?

16. Discuss the key lessons that the Indian business management scene can draw from the
value-based focus of the Ancient Indian Educational System.



B. Indian Business, Codes, and Professionalism

17. Analyze the impact of LPG (Liberalization, Privatization, Globalization) reforms on the
Indian Business Scene regarding ethical standards and the need for transparency.

18. What is a Corporate Code of Ethics? Discuss the essential steps involved in its
formulation and successful implementation within a large company.

19. Describe the advantages of implementing a formal Corporate Code of Ethics, citing its
benefits for both internal culture and external reputation.

20. Define Professionalism and explain the role of a Professional Ethics Code in maintaining
the integrity and public trust of a specialized occupation.

C. Globalization and International Standards

21. Discuss the ethical challenges posed by the growth of Global Companies (MNCs) when
they operate in countries with vastly different legal and social standards.

22. How has globalization impacted the traditional corporate and social culture in India?
Mention both positive and negative consequences from an ethical perspective.

23. Write a brief note on the International Codes of Business Conduct, such as the UN Global
Compact, and their significance in regulating multinational operations.

Chapter 3: CORPORATE GOVERNANCE

A. Overview and Theories

24. Define Corporate Governance (CG) and explain its relationship with Corporate Ethics.
Why is strong CG essential for accountability?

25. Explain the origin and development of Corporate Governance, highlighting the role of
major corporate scandals (like Enron) as catalysts for reform.

26. Compare and contrast the Agency Theory and the Stewardship Theory of Corporate
Governance. Which model provides a more optimistic view of managerial motivation?

27. Discuss the Stakeholder’s Theory of Corporate Governance. Who are the primary

stakeholders, and how does this theory shift the focus from traditional shareholder-centric
models?

B. Mechanisms and Sustainability

28. Describe the key characteristics and typical ownership structure of the Anglo-American
Model of Corporate Governance.

29. Outline the main features of the Indian Model of Corporate Governance. How does it
incorporate elements from other global models while addressing local challenges?



30. Explain how strong Corporate Governance directly impacts an organization's
commitment to and achievement of Environmental, Social, and Governance (ESG)
sustainability goals.

31. What is Distributive Justice? Explain its relevance in the context of corporate governance,
particularly regarding executive compensation and profit-sharing.

C. CSR and Role Players

32. Define Corporate Social Responsibility (CSR). Discuss how the mandatory CSR
spending requirement in India has influenced corporate behaviour and priorities.

33. Detail the crucial responsibilities of the Board of Directors (BoD) in ensuring effective
corporate governance and ethical oversight.

34. Explain the difference in roles between an Executive Director and a Non-executive
Director. Why is the independence of a Non-executive Director important?

35. Discuss the significance of key reports, such as the Cadbury Committee Report and the
Cll Report, in shaping the modern framework of Corporate Governance.

Chapter 4: STRESS MANAGEMENT, WORK & LIFE BALANCE

A. Stress and Coping

36. Distinguish between Eustress and Distress, providing examples of each in a typical
workplace scenario.

37. Explain the Indian Perspective of Stress Management, highlighting the role of Yoga,
Pranayama, and the philosophy of Karma Yoga.

38. Describe the differences between Problem-Focused Coping and Emotion-Focused Coping
mechanisms for managing stress.

39. List and explain five common reasons for significant stress accumulation in the modern
workplace environment.

B. Work-L.ife Integration

40. Discuss the concept of Time Management as a critical skill for stress reduction. Describe
one effective prioritization technique (like the Eisenhower Matrix).

41. How does maintaining ethical behaviour (Ethics at Work) contribute to a less stressful
and more predictable professional life?

42. Explain what it means to be "Living with Values." How does aligning professional
choices with personal values enhance work-life balance and reduce internal conflict?



43. What is the importance of "Standing up for the value system"? Discuss the ethical
responsibilities and challenges associated with whistleblowing.

Chapter 5: ETHICS IN MANAGEMENT

A. Ethics in Functional Areas

44. Detail the ethical aspects that must be considered in Human Resource Management
(HRM) regarding recruitment, performance appraisal, and employee privacy.

45. Discuss the ethical challenges in Financial Management related to corporate reporting and
the prohibition of insider trading.

46. Define Marketing Ethics. Explain the ethical responsibilities of a company regarding
product safety and truthful advertising.

47. Analyze the ethical concerns surrounding modern Technology Ethics, specifically
focusing on data privacy and managing potential Al bias in organizational processes.

B. Ethical Culture and Leadership

48. What constitutes an "ethical climate" in a business? Describe three essential formal
mechanisms a company must establish to build and maintain this climate.

49. Explain the dual role of Ethical Leadership as both a "Moral Person” and a "Moral
Manager." Why must a leader embody both aspects?

50. Discuss the ethical responsibilities of management regarding contemporary issues like
climate change or ethical labour practices in a global supply chain.



